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By Commttee on State & Local Governnent

Strike everything after the enacting clause and insert the
fol | ow ng:

"NEWSECTION. Sec. 1. Anewsectionis added to chapter 39.29 RCW
to read as foll ows:

(1) The office of financial managenent shall adopt uniform
guidelines for the effective and efficient managenent of personal
service contracts and client service contracts by all state agencies.
The gui delines nust, at a m ninum include:

(a) Accounting nethods, systens, neasures, and principles to be
used by agencies and contractors;

(b) Precontract procedures for selecting potential contractors
based on their qualifications and ability to perform

(c) Incorporation of performance neasures and neasur abl e benchmar ks
in contracts, and the use of performance audits;

(d) Uniform contract ternms to ensure contract performance and
conpliance with state and federal standards;

(e) Proper paynent and reinbursenent nethods to ensure that the
state receives full value for taxpayer noneys, including cost
settlenments and cost all owance;

(f) Post-contract procedures, including nethods for recovering
i nproperly spent or overspent noneys for disallowance and adj ust nent;

(g) Adequate contract renedi es and sanctions to ensure conpli ance;

(h) Monitoring, fund tracking, risk assessnment, and auditing
procedures and requirenents;

(1) Financial reporting, record retention, and record access
procedures and requirenents;

(j) Procedures and criteria for termnating contracts for cause or
ot herw se; and

(k) Any other subject related to effective and efficient contract
managenent .

(2) The office of financial managenent shall submt the guidelines
requi red by subsection (1) of this section to the governor and the
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appropriate standing commttees of the legislature no later than
Decenber 1, 2000.

(3) The office of financial managenent shall publish a guide book
for use by state agencies containing the guidelines required by
subsection (1) of this section.

(4) This section expires June 30, 2007.

NEW SECTION. Sec. 2. A new section is added to chapter 39.29 RCW
to read as foll ows:

(1) A state agency entering into or renewi ng personal service
contracts or client service contracts shall follow the guidelines
required by section 1 of this act.

(2) A state agency that has entered into or renewed personal
service contracts or client service contracts during a cal endar year
shall, on or before January 1 of the foll ow ng cal endar year, provide
the office of financial management with a report detailing the
procedures t he agency enployed in entering i nto, renew ng, and nanagi ng
the contracts.

(3) The provisions of this section apply to state agencies entering
into or renewing contracts after January 1, 2001.

(4) This section expires June 30, 2007.

NEW SECTION. Sec. 3. A new section is added to chapter 39.29 RCW
to read as foll ows:

(1) The office of financial managenent shall provide a training
course for agency personnel responsible for executing and managi ng
personal service contracts and client service contracts. The course
must contain training on effective and efficient contract nmanagenent
under the guidelines established under section 1 of this act. State
agenci es shall require agency enployees responsible for executing or
managi ng personal service contracts and client service contracts to
conplete the training course to the satisfaction of the office of
financi al managenent. Begi nni ng January 1, 2002, no agency enpl oyee
may execute or nmanage personal service contracts or client service
contracts unless the enpl oyee has conpleted the training course. Any
request for exception to this requirenent shall be submtted to the
of fice of financial nmanagenent in witing and shall be approved by the
office of financial managenent prior to the enployee executing or
managi ng the contract.
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(2)(a) The office of financial managenent shall conduct risk-based
audits of the contracting practices associ ated with individual personal
service and client service contracts fromnultiple state agencies to
ensure conpliance with the guidelines established in section 1 of this
act . The office of financial managenent shall conduct the audits
according to the follow ng schedul e:

(1) I'n fiscal year 2001, the office of financial nmanagenment shal
conduct a m ni rumof eighteen risk-based audits, involving at | east six
contracts fromeach of at |east three agencies; and

(i) In fiscal year 2002 and each fiscal year thereafter, the
office of financial rmanagenent shall conduct a statistically
appropriate nunber of risk-based audits.

(b) The office of financial managenent shall forward the results of
the audits conducted under this section to the governor, the
appropriate standing commttees of the l|egislature, and the joint
| egi sl ative audit and review conm tt ee.

(c) This section does not preclude the office of financial
managenent from conducting additional risk-based audits of the
contracting practices of agencies to ensure conpliance with the
gui delines established in section 1 of this act.

(3) This section expires June 30, 2007.

NEW SECTION. Sec. 4. A new section is added to chapter 39.29 RCW
to read as foll ows:

The state auditor and the attorney general shall annually by
Novenber 30th of each year provide a collaborative report of contract
audit and investigative findings, enforcenent actions, and the status
of agency resolution to the governor and the policy and fiscal
commttees of the legislature.

Sec. 5. RCW39.29.040 and 1998 ¢ 101 s 7 are each anended to read
as follows:

This chapter does not apply to:

(1) Contracts specifying a fee of less than five thousand dollars
if the total of the contracts from that agency with the contractor
within a fiscal year does not exceed five thousand doll ars;

(2) Contracts awarded to conpani es that furnish a service where the
tariff is established by the utilities and transportati on conm ssion or
other public entity;
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(3) Intergovernnental agreenents awarded to any governnental
entity, whether federal, state, or |ocal and any departnent, division,
or subdivi sion thereof;

(4) Contracts awarded for services to be perfornmed for a standard
fee, when the standard fee is established by the contracti ng agency or
any other governnental entity and a like contract is available to al
qualified applicants;

(5) Contracts for services that are necessary to the conduct of
col | aborative research if prior approval is granted by the funding
sour ce;

(6) Contracts for client services except as otherwi se indicated in
this chapter

(7) Contracts for architectural and engi neering services as defi ned
in RCW39. 80. 020, which shall be entered into under chapter 39.80 RCW

(8) Contracts for the enploynent of expert wtnesses for the
pur poses of litigation; and

(9) Contracts for bank supervision authorized under RCW30. 38. 040.

NEW SECTI ON. Sec. 6. Sections 2 and 3 of this act take effect
January 1, 2001.

Sec. 7. RCWA43.88.160 and 1998 ¢ 135 s 1 are each anended to read
as follows:

This section sets forth the nmgjor fiscal duties and
responsibilities of officers and agenci es of the executive branch. The
regul ations issued by the governor pursuant to this chapter shall
provide for a conprehensive, orderly basis for fiscal managenent and
control, including efficient accounting and reporting therefor, for the
executive branch of the state governnent and may include, in addition,
such requirements as wll generally pronote nore efficient public
managenent in the state.

(1) CGovernor; director of financial nmanagenent. The governor,
through the director of financial managenent, shall devise and
supervi se a nodern and conpl ete accounting system for each agency to
the end that all revenues, expenditures, receipts, disbursenents,
resources, and obligations of the state shall be properly and
systematically accounted for. The accounting systemshall include the
devel opnent of accurate, tinely records and reports of all financial
affairs of the state. The system shall also provide for central
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accounts in the office of financial managenent at the | evel of detai
deened necessary by the director to perform central financial
managenent . The director of financial nanagenent shall adopt and
periodically update an accounting procedures nanual. Any agency
mai ntaining its own accounting and reporting systemshall conply with
t he updat ed accounti ng procedures manual and the rules of the director
adopted under this chapter. An agency nmmy receive a waiver from
conplying with this requirenent if the waiver is approved by the
director. Wiivers expire at the end of the fiscal bienniumfor which
they are granted. The director shall forward notice of waivers granted
to the appropriate legislative fiscal commttees. The director of
financi al managenent may require such financial, statistical, and ot her
reports as the director deens necessary fromall agencies covering any
peri od.

(2) Except as provided in chapter 43.88C RCW the director of
financi al managenent is responsible for quarterly reporting of primary
operating budget drivers such as applicable workloads, caseload
estimates, and appropriate unit cost data. These reports shall be
transmtted to the legislative fiscal conmttees or by el ectronic neans
to the legislative evaluation and accountability program commttee.
Quarterly reports shall include actual nonthly data and the variance
bet ween actual and estimated data to date. The reports shall also
include estimates of these itenms for the remainder of the budget
peri od.

(3) The director of financial managenent shall report at |east
annual ly to the appropriate | egi sl ative conmttees regarding the status
of all appropriated capital projects, including transportation
projects, showi ng significant cost overruns or underruns. |If funds are
shifted fromone project to another, the office of financial managenent
shall also reflect this in the annual variance report. Once a project
is conplete, the report shall provide a final summary show ng esti nat ed
start and conpletion dates of each project phase conpared to actua
dates, estinmated costs of each project phase conpared to actual costs,
and whether or not there are any outstanding liabilities or unsettled
clainms at the tinme of conpletion.

(4) In addition, the director of financial nmanagenent, as agent of
t he governor, shall:

(a) Devel op and maintain a systemof internal controls and internal
audits conprising nmethods and procedures to be adopted by each agency
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that will safeguard its assets, check the accuracy and reliability of
its accounting data, pronote operational efficiency, and encourage
adherence to prescribed managerial policies for accounting and
financial controls. The systemdevel oped by the director shall include
criteria for determ ning the scope and conprehensi veness of internal
controls required by classes of agencies, depending on the |evel of
resources at risk.

Each agency head or authorized designee shall be assigned the
responsi bility and authority for establishing and mai ntaining internal
audits follow ng the standards of internal auditing of the institute of
i nternal auditors;

(b) Make surveys and analyses of agencies with the object of
determ ning better nethods and increased effectiveness in the use of
manpower and materials; and the director shall authorize expenditures
for enployee training to the end that the state nay benefit from
training facilities nade available to state enpl oyees;

(c) Establish policies for allowing the contracting of child care
servi ces;

(d) Report to the governor with regard to duplication of effort or
| ack of coordinati on anbng agenci es;

(e) Review any pay and classification plans, and changes
t hereunder, devel oped by any agency for their fiscal inpact: PROVIDED
That none of the provisions of this subsection shall affect nerit
systens of personnel managenent now exi sting or hereafter established
by statute relating to the fixing of qualifications requirenents for
recrui tment, appointnent, or pronotion of enpl oyees of any agency. The
director shall advise and confer wth agencies including appropriate
standing commttees of the legislature as may be designated by the
speaker of the house and the president of the senate regarding the
fiscal inpact of such plans and nay anmend or alter said plans, except
that for the follow ng agencies no anendnent or alteration of said
plans may be nmade w thout the approval of the agency concerned:
Agenci es headed by elective officials;

(f) Fix the nunber and cl asses of positions or authorized man years
of enploynent for each agency and during the fiscal period anmend the
determ nations previously fixed by the director except that the
director shall not be enpowered to fix said nunber or said classes for
the followi ng: Agencies headed by el ective officials;
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(g) Adopt rules to effectuate provisions contained in (a) through
(f) of this subsection.

(5) The treasurer shall

(a) Receive, keep, and disburse all public funds of the state not
expressly required by law to be received, kept, and disbursed by sone
ot her persons: PROVIDED, That this subsection shall not apply to those
public funds of the institutions of higher |earning which are not
subj ect to appropriation;

(b) Receive, disburse, or transfer public funds wunder the
treasurer’s supervision or custody;

(c) Keep a correct and current account of all noneys received and
di sbursed by the treasurer, classified by fund or account;

(d) Coordinate agencies’ acceptance and use of credit cards and
ot her paynent nethods, if the agencies have received authorization
under RCW 43. 41. 180;

(e) Perform such other duties as may be required by |aw or by
regul ations issued pursuant to this |aw

It shall be unlawful for the treasurer to disburse public funds in
the treasury except upon fornms or by alternative neans duly prescribed
by the director of financial managenent. These forns or alternative
means shal |l provide for authentication and certification by the agency
head or the agency head s desi gnee that the services have been rendered
or the materials have been furnished; or, in the case of |oans or
grants, that the |l oans or grants are authorized by law, or, in the case
of paynents for periodic nmaintenance services to be perforned on state
owned equi pnent, that a witten contract for such periodi c nai ntenance

services is currently in effect ((and—<copres—thereof—are—on+ewth
the—offiece—offinancial—managenent)); and the treasurer shall not be

liable under the treasurer’s surety bond for erroneous or inproper
paynents so made. \Wen services are lawfully paid for in advance of
full performance by any private individual or business entity other
than equipnent maintenance providers or as provided for by RCW
42.24.035, such individual or entity other than central stores
rendering such services shall make a cash deposit or furnish surety
bond coverage to the state as shall be fixed in an anount by law, or if
not fixed by law, then in such anpbunts as shall be fixed by the
director of the department of general adm nistration but in no case
shal | such required cash deposit or surety bond be | ess than an anobunt
which will fully indemify the state against any and all |osses on
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account of breach of promse to fully perform such services. No
paynents shall be nmade in advance for any equipnent maintenance
services to be perfornmed nore than ((t+hree)) twelve nonths after such
paynent . Any such bond so furnished shall be conditioned that the
person, firmor corporation receiving the advance paynent wll apply it
toward performance of the contract. The responsibility for recovery of
erroneous or inproper paynents nmade under this section shall lie with
the agency head or the agency head' s designee in accordance wth
regul ations issued pursuant to this chapter. Nothing in this section
shall be construed to permt a public body to advance funds to a
private service provider pursuant to a grant or |oan before services
have been rendered or material furnished.

(6) The state auditor shall:

(a) Report to the legislature the results of current post audits
t hat have been nmade of the financial transactions of each agency; to
this end the auditor may, in the auditor’s discretion, examne the
books and accounts of any agency, official, or enployee charged with
the recei pt, custody, or safekeeping of public funds. Were feasible
i n conducting exam nations, the auditor shall utilize data and fi ndi ngs
fromthe internal control systemprescribed by the office of financial
managenent . The current post audit of each agency may include a
section on recommendations to the legislature as provided in (c) of
this subsection

(b) Gve information to the |egislature, whenever required, upon
any subject relating to the financial affairs of the state.

(c) Make the auditor’s official report on or before the thirty-
first of Decenber which precedes the neeting of the |legislature. The

report shall be for the last conplete fiscal period and shall include
determ nations as to whet her agenci es, i n maki ng expendi tures, conplied
wth the laws of this state. The state auditor is authorized to

perform or participate in performance verifications and performance
audits as expressly authorized by the legislature in the omnibus
bi enni al appropriations acts or in the performance audit work plan
approved by the joint legislative audit and review conmttee. The
state auditor, wupon conpleting an audit for |legal and financial
conpliance under chapter 43.09 RCWor a performance verification, my
report to the joint legislative audit and review commttee or other
appropriate commttees of the legislature, in a manner prescribed by
the joint legislative audit and review conmttee, on facts relating to
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t he managenent or performance of governnental prograns where such facts
are discovered incidental to the legal and financial audit or
performance verification. The auditor may make such a report to a
|l egislative commttee only if the auditor has determ ned that the
agency has been given an opportunity and has failed to resolve the
managenent or perfornmance i ssues raised by the auditor. |If the auditor
makes a report to a legislative commttee, the agency may submt to the
commttee a response to the report. This subsection (6) shall not be
construed to authorize the auditor to allocate other than de mnims
resources to performance audits except as expressly authorized in the
appropriations acts or in the performance audit work plan. The results
of a performance audit conducted by the state auditor that has been
requested by the joint legislative audit and review comrttee nust only
be transmtted to the joint legislative audit and review commttee.
(d) Be enpowered to take exception to specific expenditures that
have been incurred by any agency or to take exception to other
practices related in any way to the agency’s financial transactions and
to cause such exceptions to be made a matter of public record,
i ncluding disclosure to the agency concerned and to the director of
financial managenent. It shall be the duty of the director of
financi al managenent to cause corrective action to be taken within six
nmont hs, such action to include, as appropriate, the wthholding of
funds as provided in RCW 43.88.110. The director of financial
managenent shall annually report by Decenber 31st the status of audit
resolution to the appropriate conmmttees of the legislature, the state

auditor, and the attorney general. The director of financial
managenent shall include in the audit resolution report actions taken
as a result of an audit including, but not limted to, types of

personnel actions, costs and types of litigation, and val ue of recouped
goods or services.

(e) Pronptly report any irregularities to the attorney general.

(f) Investigate inproper governnental activity under chapter 42.40
RCW

(7) The joint legislative audit and review comrttee may:

(a) Make post audits of the financial transactions of any agency
and managenent surveys and programreviews as provided for in chapter
44,28 RCW as well as performance audits and program evaluations. To
this end the joint conmttee may in its discretion exam ne the books,
accounts, and other records of any agency, official, or enployee.
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(b) Gve information to the legislature or any legislative
commttee whenever required upon any subject relating to the
performance and managenent of state agencies.

(c) Make a report to the |egislature which shall include at |east
the foll ow ng:

(1) Determnations as to the extent to which agencies in making
expendi tures have conplied with the will of the legislature and in this
connection, may take exception to specific expenditures or financial
practices of any agencies; and

(ii) Such plans as it deens expedient for the support of the
state’s credit, for | essening expenditures, for pronoting frugality and
econony in agency affairs, and generally for an inproved |evel of
fiscal managenent.

Sec. 8. RCW79.44.040 and 1989 c 243 s 14 are each anended to read
as follows:

Notice of the intention to make such inprovenent, or inpose any
assessnment, together with the estimate of the anobunt to be charged to
each lot, tract or parcel of |and, or other property owned by the state
to be assessed, shall be forwarded by registered or certified nmail to
the ((di+reetor—oft—FHnanetal—rmanagerent—and—to—the)) chief
adm nistrative officer of the agency of state government occupying,
using, or having jurisdiction over such lands at least thirty days
prior to the date fixed for hearing on the resolution or petition
initiating said assessnent. Such assessing district, shall not have
jurisdiction to order such inprovenent as to the interest of the state
in harbor areas and state tidelands until the witten consent of the
conmm ssioner of public lands to the making of such inprovenent shall
have been obtained, unless other neans be provided for paying that
portion of the cost which would ot herwi se be | evied on the interest of
the state of Washington in and to said tidelands, and nothing herein
shal |l prevent the city from assessing the proportionate cost of said
i nprovenent agai nst any | easehol d, contractual or possessory interest
in and to any tideland or harbor area owned by the state: PROVI DED,
HOWNEVER, That in the case of tidelands and harbor areas within the
boundaries of any port district, notice of intention to make such
i nprovenent shall also be forwarded to the comm ssioners of said port
district.

10
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Sec. 9. RCW79.44.050 and 1989 ¢ 243 s 15 are each anended to read
as follows:

Upon the approval and confirmation of the assessnent roll ordered
by the proper authorities of any assessing district, the treasurer of
such assessing district shall certify and forward ((tethe—di+reector—of
H-nanetal—managerent—and)) to the chief admnistrative officer of the
agency of state government occupying, using, or having jurisdiction
over the | ands( (—+n—acecordance—wth—sueh+ules—andregulations—as—the
di-rector—offinancial—ranagerent—ayprovide)) a statenent of all the

| ots or parcels of |land held or owned by the state and charged on such
assessnent roll, separately describing each such | ot or parcel of the
state’s land, with the anount of the | ocal assessnent charged agai nst
it, or the proportionate anobunt assessed against the fee sinple
interest of the state, in case said |and has been | eased. The chief
adm ni strative officer upon receipt of such statenent shall cause a
proper record to be nmade in his office of the cost of such assessnent
upon t he | ands occupi ed, used, or under the jurisdiction of his agency.

No penalty shall be provided or enforced agai nst the state, and t he
i nterest upon such assessnents shall be conputed and paid at the rate
paid by other property situated in the sanme assessing district.

Sec. 10. RCW 79.44.070 and 1979 ¢ 151 s 180 are each anended to
read as foll ows:

When any assessing district has nade or caused to be nmade an
assessnment agai nst such | easehold, contractual or possessory interest
for any such local inprovenent, the treasurer of said assessing
district shall inmediately give notice to the ((di+reetor—of++nancial
managerent—and—to—the)) chief admnistrative officer of the agency
having jurisdiction over the |ands. Sai d assessnent shall becone a
lien against the | easehold, contractual or possessory interest in the
same manner as the assessnents on other property, and its collection
may be enforced against such interests as provided by law for the
enforcenent of other |ocal inprovenent assessnents: PROVI DED, That
sai d assessnent shall not be nade payable in installnents unless the
owner of such | easehol d, contractual or possessory interest shall first
file with such treasurer a satisfactory bond guaranteei ng the paynent
of such installnents as they becone due.

11
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Sec. 11. RCW 79.44.080 and 1979 ¢ 151 s 181 are each anended to
read as foll ows:

Whenever any assessing district shall have forecl osed the lien of
any such delingquent assessnents, as provided by law, and shall have
obtained title to such | easehol d, contractual or possessory interest,
( (the—di+reetor—of+Hnancial—anagerent—and)) the chief admnistrative
officer of the agency having jurisdiction over the lands shall be
notified by registered or certified mail of such action and furnished
a statenent of all assessnents agai nst such | easehold, contractual or
possessory interest, and the chief adm nistrative officer ((er—direetor
ef—FHnaneral—anagenent)) shall cause the anpbunt of such assessnents to
be paid as provided in RCW 79.44.060, and upon the receipt of an
assignnment from such assessing district, the chief admnistrative
of ficer shall cancel such |lease or contract: PROVIDED, HOAEVER, That
unl ess the assessing district maki ng said | ocal inprovenent and | evyi ng
said special assessnent shall have wused due diligence in the
foreclosure thereof, the chief admnistrative officer ((anrd—the
drector—offinanctal—managerent)) shall not be required to pay any sum
in excess of what they deemto be the special benefits accruing to the
state’s reversionary interest in said property: AND PROVI DED FURTHER,
That if such delinquent assessnent or installnment shall be against a
| easehol d interest in fresh water harbor areas within a port district,
the chief adm nistrative officer shall notify the conm ssioners of said
port district of the receipt of such assignnent, and sai d conm ssi oners
shall forthw th cancel such | ease.

Sec. 12. RCW 79.44.140 and 1979 c¢ 151 s 182 are each anended to
read as foll ows:

The provisions of this chapter shall apply to all local
i nprovenents initiated after June 11, 1919, including assessnents to
pay the cost and expense of taking and damagi ng property by the power
of em nent domain, as provided by [|aw PROVI DED, That in case of
em nent domai n assessnents, it shall not be necessary to forward notice
of the intention to make such inprovenent, but the em nent domain
conm ssioners, authorized to make such assessnent, shall, at the tine
of filing the assessnent roll with the court in the manner provi ded by
law, forward by registered or certified mail ((te—the—direector—of
H-nanetal—managerent—and)) to the chief admnistrative officer of the

agency using, occupying or having jurisdiction over the | ands a notice

12
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of such assessnent, and of the day fixed by the court for the hearing
t hereof : PROVI DED, That no assessnent against the state’s interest in
tidel ands or harbor areas shall be binding against the state if the
conmmi ssioner of public lands shall file a disapproval of the sane in
court before judgnent confirmng the roll.

NEW SECTI ON. Sec. 13. RCW 79.44.180 (Director of financial
managenent to adopt rules and regul ations) and 1979 ¢ 151 s 183 & 1963
c 20 s 14 are each repealed.”

2SHB 2738 - S COWM ANMD

By Commttee on State & Local Governnent

On page 1, line 2 of the title, after "practices;" strike the
remai nder of the title and insert "anmendi ng RCW 39. 29. 040, 43. 88. 160,
79.44.040, 79.44.050, 79.44.070, 79.44.080, and 79.44.140; adding new
sections to chapter 39.29 RCW repealing RCW 79.44.180; providing an
effective date; and providing expiration dates."

~-- END ---
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